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SUBJECT: ASEAN INDUSTRIAL PROJECTS - SINGAPORE DIESEL ENGINE PROJECT 

REF: STATE 061 147 

1 . SINGAPORE'S ASEAN DIESEL PROJECT SEEMS TO HAVE 

MADE LITTLE HEADWAY OVER LAST SIX MONTHS. ECONOMIC DEVELOPMENT 
BOARD (EDB) IS CARRYING OUT A DETAILED FEASIBILITY STUDY, 

WHICH INCLUDES CAREFUL LOOK AT THE MARKET FOR VARIOUS TYPES 
OF DIESEL ENGINES BOTH WITHIN AND OUTSIDE ASEAN. HOWEVER, 

EDB PLANS TO VISIT THE UNITED STATES AND EUROPE TO LOOK 
AT EXISTING DIESEL PLANTS HAVE BEEN PUT OFF UNTIL EARLY NEXT 
YEAR. 

2. WHILE GOS OBVIOUSLY STILL VERY KEEN ON THIS PROJECT, IT 

HAS FOUND IT TOUGH GOING GETTING SPECIFIC AGREEMENT TO VITAL 
PREFERENTIAL TARIFF CONCESSIONS FROM ASEAN PARTNERS, TO ASSURE 
NECESSARY MARKET SUPPORT. LATER THIS SUMMER, HOWEVER, THERE 
WILL BE MEETINGS IN SINGAPORE OF THE ASEAN COMMITTEE ON INDUS- 
TRY AND ASEAN ECONOMIC MINISTERS. GOS IS HOPEFUL THAT FINAL 
POLITICAL PROBLEMS CAN BE IRONED OUT AT THESE MEETINGS, SO 
THAT IT CAN BEGIN TO DISCUSS THE FINANCING, EQUITY POSITIONS, 

AND SCOPE OF THE PROJECT WITH INTERESTED INVESTORS. 
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3. FINANCING FOR THE PROJECT IS STILL UP IN THE AIR, BUT IS 

NOT SEEN AS A PROBLEM, SINCE PROJECT IS SMALL ENOUGH FOR SINGAPORE 

TO HANDLE. FURTHERMORE, SINGAPORE RECEPTIVE TO PRIVATE CAPITAL, 

UP TO LIMITS AGREED ON UNDER ASEAN GUIDELINES. WORLD BANK 
OR ADB FUNDING ALSO CONSIDERED POSSIBLE, AND GOS HAS HELD 
TALKS WITH JAPANESE OECF (SHOULD FINANCING FROM LATTER COME 
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TO PASS, OF COURSE, JAPANESE FIRMS ARE LIKELY TO HAVE SIGNIFI 
CANT LEG UP WITH EDB FOR PARTICIPATION IN HIS PROJECT). 

4. REGARDING ASEAN INDISTRIAL PROJECTS GENERALLY, 

EMBASSY CALLS DEPARTMENT'S ATTENTION TO ANTHONY ROWLEY'S 
ARTICLE ON FIVE ASEAN PROJECTS IN MARCH 25 ISSUE OF FAR EAST 
ECONOMIC REVIEW. 

5. ALSO WISH TO NOTE THAT IN RECENT DISCUSSION WITH GOS TRADE 
DEPARTMENT AND EDB OFFICIALS, EMBOFFS WERE TOLD THAT A SECOND 
ROUND OF UNSPECIFIED ASEAN INDUSTRIAL PROJECTS WILL BE ANNOUNCED 
"SOON". SEVERAL OF THESE MAY BE EXISTING INDUSTRIES WHICH ARE BY 
MUTUAL AGREEMENT TO BE GIVEN ASEAN DESIGNATION. 
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